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Re:  Chronology of Events Related to Huffman for Congress / Documentafn _7,? o
[ -~_
S Sas
Dear Mr. Calvert: . 8ni H ;'}r:r,
D

Please find enclosed the Chronology of Events and Documents relatedUo ﬂqfﬁnii’xl‘i‘or
Congress and, specifically, the improper campaign loan we have discussed wit @éus@
your office. I had hoped to also develop and obtain sworn affidavits to submit at tg; samﬁmﬁ but I
have not had the opportunity to prepare those this week.

I am going to be out of the office the week of August 9 but will be returning on August 16,
2004. If you need assistance or information during my absence, please send an email to
cmitchell@foley.com and I will respond at the earliest opportunity.

We have filed our amended reports disclosing all transactions including the source of the
June 17, 2004 loan. As indicated earlier, I worked with Adam Ragan of the Reports Analysis
Division who was very helpful in instructing us as to how to properly report the transactions related
to all the candidate’s loan(s) to the campaign.

I will look forward to hearing from you. My clients and I stand ready to provide whatever
assistance we can to your office in order to resolve this matter promptly. Thank you again for your
cooperation.

Sincerely, .
Cleta Mitchell, Esq.
Counsel to Huffman for Congress and David
Huffman
Enclosures
cc: Mr. David Huffman
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Chronology of Events

1. On March 30, 2004, David Huffman obtained a loan of $100,000 from People’s State Bank
(“People’s™) and purchased a certificate of deposit from People’s on the same day collateralizing
the loan. The People’s loan was for 90 days at the People’s prime interest rate.

Documentation:
Promissory Note, People’s State Bank signed by David Huffman

Collateral Agreements
Certificate of Deposit

2. David Huffman’s intent was to provide the certificate of deposit to the campaign for use as
needed, but not to be spent unless needed.

3. The certificate of deposit was not put into the name of the campaign but remained in the name
of David Huffman, individually, and was on deposit at People’s until July 19, 2004. The
Committee was not aware that the certificate of deposit was in the name of the candidate rather
than the name of the Committee.

4. The certificate of deposit was reported by the campaign as cash on hand in its April 2004
quarterly report.

Documentation: See FEC Report, April Quarterly, 2004 (as filed on April 15, 2004)

5. In early June, 2004, Dean Proctor, Finance Chairman for the Huffman for Congress
campaign, approached two banks and bankers about making a loan to David Huffman for use in
the campaign and each of the bankers approached by Dean Proctor expressed his willingness to
make a loan to David Huffman for his campaign.

6. Because David Huffman was traveling out of town often during the month of June, Dean
Proctor decided as a matter of convenience to draw down on his personal line of credit at BB&T
and make the funds available to David Huffman for the campaign, and when the candidate had
time, they would complete the necessary paperwork to move the loan to David Huffman, the
original intended borrower.

7. On June 185, 2004, Dean Proctor withdrew $100,000 from his personal line of credit at BB&T.
The check was made payable to Dean Proctor, who endorsed the check and gave the check to
David Huffman, who deposited the funds in his personal bank account at First Citizens Bank on
June 17, 2004. David Huffman then wrote a check to the Huffman for Congress campaign from
his personal bank account in the amount of $100,000.00, which the campaign recorded as a loan
from David Huffman to the campaign.

Documentation:
BB&T Check — payable to Dean Proctor
BB&T Check - endorsed by Dean Proctor, check deposited to Huffman’s
personal account at Citizens Bank

002.1243154.1
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Check from First Citizens Bank, drawn on David Huffman account —
payable to Huffman for Congress :

8. The People’s loan was renewed on June 30 for 90 days (or until September 30, 2004) and a
new promissory note for $100,000 was signed by David Huffman. The People’s certificate of
deposit was released by the bank as collateral for its loan, such that the loan is currently
unsecured and is made at People’s prime interest rate.

Documentation:
Renewed Promissory Note from David Huffman to Peoples State Bank

Release of Collateral
Certificate of Deposit — Name of David Huffman

9. On Saturday, July 17, 2004, Gaye Watts, the finance director for an opposing Republican
primary candidate’s campaign, came to Dean Proctor’s home to talk with him about David
Huffman’s campaign loans.

10. Dean Proctor told Ms. Watts that he (Dean) had arranged for the loan, believing that doing
so was perfectly legal and appropriate. Dean Proctor was told by his friend that it was illegal for
him to have made the loan and for David Huffman and the campaign to have received the loan.

11. Dean Proctor was not aware until that time of any restrictions on loans to federal candidates
for use by their campaigns.

12. That same day, July 17, 2004, Dean Proctor called Brian Chatman, a consultant to the
Huffman for Congress campaign and asked whether there might be some problem with the loan
to the campaign, reciting the conversation with Ms. Watts.

13. On July 18, 2004, the following day, Mr. Chatman and Jamie Parsons discussed whether
they had made a legal mistake with regard to the loan. Mr. Parsons requested that Mr. Chatman
recommend an FEC attorney to advise the campaign, the candidate and all involved as to
whether there were indeed any problems with the loan(s).

14. On July 18, 2004, Brian Chatman contacted counsel and arranged for a conference call with
counsel, Brian Chatman, Jamie Parsons, Dean Proctor, and David Huffman to advise them
regarding the loan. After outlining the details of the transaction(s), they learned that the loan was
not made in accordance with the requirements of federal law and FEC regulations.

15. The first banking day thereafter, Monday, July 19, 2004, David Huffman cashed the
certificate of deposit and used the proceeds to repay the loan from Dean Proctor, who in turn
repaid his personal line of credit at BB&T Bank (“BB&T").

Documentation:
Cashiers Check from People’s State Bank to Huffman for Congress
Check from Huffman for Congress to David Huffman
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Cashiers Check from David Huffman’s bank First Citizens, payable to
Dean Proctor

Cashiers check to Dean Proctor dehvered to BB&T repaymg Dean
Proctor’s personal line of credit '

16. On July 19, 2004, David Huffman secured a $150,000 personal line of credit from BB&T.
The loan is to be secured by his personal residence but a closing date for that transaction has not
yet occurred. The loan is unsecured in the interim. .

Documentation:
BB&T Documents re: David Huffman $150,000 line of credit

17. On July 20, 2004, Cleta Mitchell, retained as Counsel for the Committee, the candidate and
Dean Proctor, contacted the FEC Office of General Counsel and advised the General Counsel
that there were problems with a loan to the candidate and the Committee, and requested a
meeting with the Office of General Counsel to fully disclose to the FEC the issues and problems
related to the loan.

Documentation:
July 20, 2004 Letter from Cleta Mitchell to Lawrence Norton, General
Counsel of Federal Election Commission

18. On July 27, 2004, David Huffman drew down $100,000 on his BB&T line of credit and
loaned the funds to the campaign.

Documentation:
July 27, 2004 — Check from BB&T to David Huffman, endorsed by David
Huffman and deposited by campaign on July 27, 2004

19. The Committee has been working with the Reports Analysis Division since early July to
amend the previously filed FEC reports and schedules to properly report and disclose all
transactions related to the campaign. There have been other problems associated with the FEC
reporting software (unrelated to the loans) regarding the FEC reports and which the Committee
has been working diligently to resolve in order that the FEC reports are filed properly.

20. On July 30, 2004, David Huffman, Dean Proctor, Jamie Parsons and counsel met with the
Office of General Counsel in Washington, D.C. at the Commission’s offices and disclosed the
facts and circumstances regarding the loan(s), the repayment and the reporting issues.

Documentation:

August 2, 2004 — letter from Cleta Mitchell to Lawrence Calvert, FEC

21. On August 5, 2004, the Committee amended its April Quarterly report, its July Quarterly /
pre-primary report and filed its pre-runoff report, disclosing all transactions related to the
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campaign since inception, in full compliance with FEC reporting requirements, and after
consulting with the FEC regarding the proper way to disclose and report all transactions

Documentation: See FEC Filings on August 5, 2004:

Amendments to April Quarterly, July Quarterly Reports
Pre-Runoff Report
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e A . SIMPLE INTEREST M“umba
ﬁﬁo - PROMISSORY NOTE Refecence Number
03-30.2004

Date

and
SECURITY AGREEMENT Loan Amgunt v

FOR MONEY BORROWED the Bomrower(s) signing below (hercinaficr *Borrower” whether one or m).jouﬂynﬂmmlly.p:oWel © pay
PBOPLES BANK

(bercinafter "Bank”™), or onder, at agy office of Bank, the sum of
Do Thundred Thowwad sad 07700 il e prcoe e of
fmlllllllhlﬂin' M at the mate of ank’ Pl'i /
s unpaid balance N i ty :
ﬁ&&"ﬁ.m..mm"‘""“ Allferon ctlcalatioms wil b bucd ond 3697 day yec PAID BY RENEWAL
v mmmmm.w and all sccrued Interest .
JUL 21:2004
EQPLES BANK
PN?WTON. N.C.

Ifthe Borrower tas obeined credit life insurance and/or credir digabilivy insurance, the paymoent amovnt ses forth above inchudes the premtum for such insurance, which
the Barrower sgrees 10 pay.

The amount of the fisa! paymons requiced w discharge the indebwdness {n full may be different from any final payment amouu set forth sbove because the schednle
set forth above assumpes thax all amounts will be paid on exact due dares, and interest will accrue daily oo the priscipal balance outsending. If thiy obligation has a
variable rats, the final payment amount owy also be increascd or decreased ax a result of changey in the interest rate.  Notwithsanding anything in dris Promdssory
Nots o the coatrary, unlest sooner due and payable pursusut i the tarms of this Promizsory Nots, all remmining unpald principal, intarest and other sums evideaced
by dvis Promitsory Note shall be due and payabie in full on the Maturity Dare sz forth abuve,

D(wim:mh)hhmmmoﬁmmmﬂlmmnummﬁwmmmhwmymmmshﬂlbewmﬂy
increased, or 1l supplcmental payments required on e sume petiodic basis as specificd herein (increased fixed payments or supplemensal paymenss © be
deccrmined in the Bank’s sote discredon), in such Araounts apd a; such dmes as shall be nocessaty t pay all accruals of iuterest for the period and all sccruals of unpaid
fweress from previous peyiods. Such adjusuncnes © de fixed payment amouns or supplemental paymenss shall remain in effect for 30 long as the interest sccrialy
shall exceed the original fixed paymeat amounk and shall be further adjusted upward or downward to refiect changes in the variable haterest rate. Iy no event shall
the fixed paymett amount be raduced below the original fixed payment sraount specified above.

The purpose of this Joan & _ BUSINESS INVESTMENT - Business Use
B Single Advance: Bervower will recsive all of s principal sum on ___(3.30-2004 . No mmmmmmmrmmz
n] WMm mmwmm-mnmammmudwnmmhmmmh Promissory Note.

Botrower will teceive the amouns of § and future principal advances are contemplated.

muehmlh'mmuumm. Ugless otherwise agreed or required by law, each paymem shall be applied in such ordes and manner & the Bank
wbmmma.u.mm' » other charges and 10 principal. Prepaymenu oy, at the Bank's discretion, be applied in reverse arder of the dates
peymesss are

B Variable Rote Terms. (Checked If spplicable.) ) checked, mtonhulvmblemmrmndupmummnmhmgmhmwme
'Whan veed a3 1 variable rate, "Prisne Rase® means the “Prime Rae" designawd by the Bank from tims to time g frs “Prime Rawe”, which is not nacessarily the lowest
am charged by the Bank w0 it borrowers. When used as a variabie rate, *WSY Prime Raic" means the “Prime Raw” puuuhdinlh:'umlu section of the
Well Sirees Journal, Eastern Edition; provided, however, if more than oae "Primz Raee" is so published, the highest *Prime Rate* shall be used. Where thiz obligation
contains 2 varlable rare it s agreed thot the rate will change

® dally us of the dac s the ___ Pegplon Bask'y Primg Raw: changes.
O & of the fint day of the calemdat month next following the most recent change i the or

3 a2 of the fivst day of the calendar quarter aaxt beyrinning after the most recent change in the

(Applicsbile box is checked. If no box is checked, the raie will change daily as of the date the spplicable index changes.) mmmmmnmmm
maximom rate suthorized by applicable law.

Security Interust: A2 security for &is payment of all indebicdncss evidenced by this Promistory Note, the paymenr of all other prescut, exisiag or future dobes of
any Borrowsr 1w Bank and the performance of all other obtigations of any Borrower to Bank, Mwwmnunmnmmhlﬂmn
on deposix with the Bank or owed to the Borvower by the Bank, and Borrower and each perton 0r cutify signing this Promissory Note and Sacurity Agreement as
Granlor ( hereluafier "Grantor®, mem)hwymwuwasmhmuthdlofmmm('CoIM') duﬂ'l:«lbclow.udw
mmmm«uComM(mmg and uoesrped premiums) sud all parts or accessories now or hereafier strached 1o tangible
Collawral. Notwithstanding anything herein m the contrary, if the Collatoral described below consists of property which will be used as the principal dwelling of any
Borrower, then such Collateral shall only sccure the indebtednsss and other obligations evideaced by this Promissory Nutz and shall not secute any other pregent,
eximing or fusgre debs of any Borrower.

Bescription of Coltareral. “m EN N
W W IN THE NAME OF L DAVID HUFFMA
mmrmu.

mmnunmmpnmnuomofmwmmmuam wmlppur nnkmnyu:ummyh
adjusting snd canceling any such Insyrance covesage and in sndorsing ady ipsurance draft. Bomrower and Grantor appoftt Bank as their atiornay in fact w execure
any fioancing statemens O other document, Or dO a0y act which Bank deswms accessary % protect or realize upon i intcrest in e Collateral,

Borrower and Gramor agree: Not m dispose of the Collstcral without Bank's consent; W keep the Collaweral free from Menos; unless it is delivered ro the Baok, the
Collasersi will be kepe principally st the address of the owner of such Collaterul in this State; w0 pay all ad valorem taxcs or odier sssessments and charges associand
with owsensilp of the Collsweral; and that the Collateral will nat he changed, misused, used for fllegal purposed or allowed 1 deteriorate, reasonablo wear and tear
excepted.  Unless otherwise agreed neither the Botrower uor any Granmr will affix tangible Collateral to real property or 10 otier personal propesty.
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~as vo peuapuy enaoreed and delivered 1o the Bank as
» * satisfucwory m the Bank and in accordance with all mergin

suca, & 40CK Arvidend is declared, or any ook hm‘wﬂnu eceibe igsued, all cerdficares and

ankmown:m uvo':'u':lpmmetuu Bunk. dmullr.nddhn:lCc o

mgdmm cap, At i3 option, parchase nsurance oﬂl!mmnna

' umg:pmwffimm:‘aw:ﬁcrmm ote, and mummmm'"m“uw-?'u"gn lulpmn;:hmm‘hl: '
e MCIease aAn

Security Agrecment and the assignee shalt be cnsiticd 10 all rights and rewedies Innmde’r prope i e

, Grouonds fer Defwal: Borrower shall be in defsukt upon (x) faiture of any Borrower or Granzor (o pay afy nmouns dus to the Bank 82 agreed, (b) noncompliance with 0
mﬂhmmdwnmmuﬁmwﬂm.m.muImmwmwmmawme
Borrower or Grasdor In favor of the Bank now existing or hereafier arising, inchuding, withour limityrion, any loan agreemess, loan commitraent. promissory soee, deed of truse
mﬂvmwﬂmu(c)hduhord&hnﬁmofhwofmywumlnonmunymmwo&amummb y the
indebwdncss evidenced hereby (or the dissolution, mmmhmnmwmmlm % Quaransr O¢ other petson or eatiry obli © pu)
the indebtaduess avidenced hereby), (d) loss or des of any coliateral pymwh&nk.(d)ﬁlh:ofuypedﬂwnhhupmy.mmhﬂonauolmg
by or againit any Borrower or Grantor or guarantor or other person or eatlty pay the indebrednuss evidenced hawby, (f) daturmination by the Bank tha

mmwnuxwwmmucmummmmmm this credit Is macerially false oc incamplets, (ﬂwmﬂumﬂw
mumu of any pusramy agrecmaut in favor of e Bank, (h) det=rminstion by the Baok ther the prospect of payment of this obligation is impeired, or () the

ecary,

Remedies Upen Default: Upoa the ocourrence of a defauly, the Bank may, without natice, declars all sraounty due hereunder, -Mmuyohobﬂpm-oﬂmown
the Bank, immedixmly dus and paysble. Auumumumm-muummmnmmummwmmmup—mm.umh
excess of the maxinwm rate allowed by law. Upon such defauls the Bank shall have all rights and remadies available under the law., incinding but no Hemked to all rights and
mwhuﬁm&mnl&b.mdmcnutmmmm-wmmngrmwbmmuhawmmﬁm Bank
LdmuormllnnlMwmwmhs“npublnorpdvmm(uvbnhwhﬂcnhu snk e purchaser) with or without having the Collaweral pressac
1f the Callateral i3 sold, noxice of such sale (or potice of e date aftar which a privams sila may eondmmllbcpdndwnwmmm“my
Gmm uMhnknnaMuumﬁvewsmshyuufmmm.nﬂwmch or maiting aball coustitute uudvm-lng
Ln Bortower Eyhnnkmhmmbhmwfmu may be allowed by law, Bomvu'wdlnnpnymmmbhmum lnnmdbyme
Bnknuxa::m righis and remedies hareunder regardloss of whether sult is commanced, mymdMMﬂleMCMm
*y interesy therein, mm-mm-mmnmumcm
mdu ohllormypmolhcwam and the net proceeds of auch nandummmmm llmbymdudin.
- anprmeys fees and other collection expenses), then the Borrower mmoﬂumdmwuymwum In sdditoq © alf other righo and
Temedies provided to the Bank bercin or by law or equity, in the cventof a defsult herounder, the Bagk, o the fullest cxent permined by applicble law, withoutadvanee notcg
€N w0 auy Bomrower, axy Gramoor of wparm.mymwmmnmm hetoby, any wnd &li deposie at any time held and any other indcbiedness
-l nuydmombymluknwhm:udk any Barrower or nay pasty obligated to pay tiis Promissory Nate or sny portion thereof.

&T Late Chavges: Unless this Promissary Not: is bl in 2 si of interest or principst and incerest, Borrower %0 pay a lace fee of
J 4% ofmmnolwmumdulsmwmw o!uuklzrmmhwhkhlwhpwmu M(unuwmmme;h{fmhm
T intacont s puid in advasce.)

Waiver: Any fallure of the Bank to declare a deflsult, or otherwise exerciac aty right or remedy avallabla o Jt, :hﬁlmmmcmbyhﬂukofwu&dﬂnm
% remedy, All parties m this Note and Security , including each Bonvwer, cach Granior and any suretizs, endorsens, oF guarantors hereby waive grotest,
J wessabment, notice of dithunor and all other notices by Iaw, All parties agree [0 remain bound barcuruder Mumm—uormmmww

muﬂ:fmwmduwnmmwmmllym The validity, interpretstio and enforcemenxof this Promlisory Now and Security Agroament shall be in accordance

law

This Promissory Now and Sccurity Agreement is delivered in and shatl be construcd under the inrarpal laws and judicial dacisions of the State of North Carolics, and, o the

emﬂmmmhwllnhworﬂ United Stares. mmmmhmmmwnmmmmuwmmmmm

person, inckding, "

a0y maker, surety, QUIrsTOr, granms or endorser, each such oﬁmﬂmmblymmmm persanal jurisdiction on the courty
ofms-uofuorlht.‘mhoxuws“mlmhhslmomm&wllu.udw ohinubnuummnynchwm.udw

Mlmhcfpmeunyhmnhumoumrhywmawpyddnmmmhnmmbyngimduunm-dmﬂ return receipt requesied. Nothing

coutained herein shall, bowever, the Bank or a0y othec holder of this Promigsory Now: and Security Agrecuent fiom bringing say action of exercising any rights within
mouerunmmlnnor pmmwbdonbymnmnmlvuhuebymw

HERBO mwuﬁmhummwww and exch Borrowet nd Grantor which Is oot an individyal bas

b8l by i duly suthorized officer, parmer ov manager and sach person or entity sigaing which i nota corporation adopa as the

seal of such p * boside the fouch extis
ot sppearing pame 0 peTson or entity. BONRO .
rﬂ
VID
Ou obl intercs
, “m gaied w pay principal or t (SEAL)
(SEAL) (SBAL)
14 v
{SEAL) (SEAL)
Name of Corporstion Name of Corportion
0 By:
B ~__ Presdent y Prexdent
Attt Aftest
Secrcary (Corporate Seal) Secretary (Cotporste Seal)
(SEAL) (SEAL)
Narde of Parmenshlp or Limed L3ability Company Name of Parmersiip or Limlied Liabity Company
By: (SEAL) By: (SBAL)
By: (SBAL) By: (SEAL)
By: (SEAL) By: {SBAL)
By: (SBAL) By: (SEAL)
By: (SEAL) By: (SEAL)
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AB’NMEN’P OF DEPOSIT ACCO’T

.'l’O | PEQPLES BANK Loau Nu'mber___ :P : _
: STREET Reference' Number
:}5 8% 3‘6‘7 . Date 03-30-2

IEWTON, NC 28658 - Loan Amqum 100,000,00
FOR VALUERECEIVED, the undersigned (whether one or morc) herebyassignsto_____ PROPLES BANK _ |
{ bereimafier "Bank™) as security for the paymem of a promissary note or other debt obllgndononhe!bllowml
L DAVID HUFFMAN (hercinafier “Borrower”,
having a prmclpll smourt or credit limit of §__ 100,000.00 X of cven date herewith; O dated ¢ , the following:
_—-i__-_—-——
O Assigned § Account # of at .
[]
D Assigneds _____ _Account# of a '
O Assigned $ Accounc # of at ; .
[ Assigned $ Account # of a ' .
& Certificate of Depostt fssued by . Number _ [N daved , ) with all
renewals, roll oves, extcneions o prceants terefo Vil S 100.000.00 20004, e
D Certificate of Deposit issued by  Number dated __ . together with all
renewals, roll overs, extensions or proceeds therefrom. Value § .
@ Cenificats of Deposit issued by  Nuaber dated _ , Wogether with all
renewals, rofl overs, exsasions Or proceeds therefrom.  Value § _ :
O Certificate of Deposit issued by , Number daed __ . together with all
renewals, roll overs, extéasions Or proceeds (berefrom.  Value S '

The Accouni(s) and/or Certificate(s) of Deposit referenced above is/are hereinafter referred w as "Deposk Ancouu'(s)'

mmilmmmnbeacomﬂuomﬂd:hﬂbeeﬁechvetmanyrenemhotextensiomcfsumsduebymﬂommdnrtkpwmmoqme
oroﬂnrdebtobbpmnmncedabovwnuldlmunﬂdutolhankumredbylhismimmhavcbmpadmmn The Bank's security interest
in the Deposit Account(s) referencad above shall al§o serve ag security for the paymaus of any other debs or lisbilisies of the Borrower to the Bank now
in existsnot or hereafler arising. mundummdbmbyammtmnsmmmmbemﬁudbyo)mcemofmmmMehledneu
2 Borrower by Bank which is secured heteby, (i) any change, akeration, ml.em:on,mmm.wmpmmqe, surrender, walver or release with
regpect lo agty obligation secured hareby, (iil) any release suhstiturion, modlfhuﬁon.wumoromermnukenwhhrupemouyothapnwwhomy
be fisble for any obligation secured hereby or with respect to any other collateral which might secure any such obligation,

The undersigued hereby irrevocably authorizes and smpowers e Bank at any tme, in its own name or in the name of the undersignad, to demaad, apply
for withdrawal, recéive and give acquimance for any and all sums which are or will become dus and payable mader said Deposit Account(s), and to executc
aummmmmmmdm Mmmwstmemdmummwmuwmmmof
mmuummmm all without notice w the undersigned. The financial insthution whose Depogit Account(s) are hereby assigaed Is

madﬁnﬂymbnmdmddnmdondmndofﬂnhmkmpynﬁmmmﬂanmmhmbympeddmcdymmm Unell thiis

—.“;
YOR BANK USE ONLY

S A

Bank Cextiication: The above assignment has been properly recorded on all applicable computer records,
, Bank Official. day of .

e o l

Acknowiedgment by vther Financial Institution: We acknowledge receipt of your notice of assignment and agree to mmwnhdnm ﬁom and after

this dase and to hold the Deposit Account(s) solely tor the benefit uf Bank unti]l Bank's notice to us of Bank's rdem of such Deposit Account(s).

By:

Nane of Fimancial Insdoution 5
day of !

R ,

T

Nmur;;;nwmmm)- muvauumumﬂummtmummm;memmAWofm
Account(s) is bereby released by Baok.

Dauz:
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420 WEST A STREET . SIMPLE INTEREST
*0. BOX 4

KIE BOﬁ, I% 28458 PROMISSORY NOTE

Borrowerfs): °

L DAVID

FOR MONEY BORROWED the undersigned (hereinafier *Borrower® whether one or more), joirtly and severally, promises to pay (o

(hereimafier “Bank™), or order, at tny office of Bank, the principal sum of

Hund and and 00/100 Dollars ($ 100,000.00 ), plus interest from and
bcufng __ 06-302004 a4 the rae of Pooples Bank's Prime Maw:
per year, on the unpaid balance umil paid. All interest calculatlons will be based on 8 _ 360 _ day year-
Payment shall be made & follows:

Ope Principal of $100,000.00 and all accruad & t
dae oo 09289004, I

17 the Borrower bas obrained credit life insurance and/or credit disability insurance, the payment amount set forth above includes the premium for such insursnce,
which the Borrower agrees (o pay.

The amount of the final payment required to discharge the indebeedness in full may be different from agy final payment amount sat fort above becausa the
schedule ec fonth above sssumes that all amounts will be pald on exsct dus dutes. and interest will acerue daily on the principal balance ourstaading. If this
obligation bas a variahle rate, the final paymenr amount may also be increased or decrensed as # result of changes in the interest rate. Notwithsmanding apything
in thik Promissory Note 10 the contrary, unless sooner due and payable pursuant w the 1esmg of this Promissory Note, all remainiog uipaid principal, interest
and other swms evidenced by this Promissory Note shall be cue and payable in full on the Mawrity Date sex forth above.

3 (Checked if applicable.) In the event periodic accruals of interest shiall excaed any periodic fixed payment amount described above, the fixed payment amount
shall be bomedinely increased, or additional svpplemental inrerest payments required on the wms periodic bagis as specified ahove (increased fixed or
supplemennal payments to be decarmined in the sole discretion of the Bank), in such amounts and ar such times as shall be necessary to pay all accruals of imerest
for the period and all accruals of unpaid intercst from previous periods. Such adjusunents to the fixed payment amonnt or supplemental payments shall remain
in cffect for as long as the larrest accruals shall cxceed the original fixed payment amount and shall de further adjusted upward or downward to refiect the
changes in the variable igerest rate. In no cvear shall the (ixed payroens bs reduced balow the original fixed payment amount spectfied sbove.

[0 This Promissoty Note is accured by N.A.

dawed . .
"Tbe purpase of this loan |s _ BUSINESS INVESTMENT - Business Use .
il Singls Advance: Borrower will receive all of this principel sumon ___ 06-30-2004 . No addidonal advances are cosemplawed under this Promissory Now.
0O Mukiple Advance: The principal svm shown above iy the maximum ammmt of principal Barrower can borrow under this Promissory Note.

On Borrower will reccive the amoum of $ and futare principal advances are contemplaed.

As security for the payment of all present, existing or future debts to Bank, Borrower hereby grants to Bank a security interest in all amouns on deposit with
the Bank or owed to Borrower by the Bank. The time for making paymens is of the cascnce. Unless otherwise agreed or required by law, each paymant shall
be applled in such order and manner as the Bank may elect 10 unpaid interest, fess, premivms, other charges and 1o principal. Propayments may, at the Bank's
discretion, be 1pplied in reverse order of dhc daces periadic paymenty are due.

& Variahle Rate Terms. (Chocked {f applicable.) If checked, this loan has a variable interest rate. and the provisions sel forth in this paragraph wre applicstils.
‘Whea used of a variable rate, " Primne Rate® means the “Prime Ratc” designated by the Bank from 1ime to rime ay its "Prime Rare”, which is not

the lowest rate charged by the Bapk 10 its borrowers. When used as a variable rate, *WSJ Prime Ratc™ means the “Prime Rate” published in the "Moncy Rates”
section of the Wall Street Journal, Eastern Edition; provided, however, if more than ose “Prime Rate” Is so published, the highest "Prise Raws” shall be used.
Where this obligardan contains a variable rate & is agreed that the rate will change

(8 daily as of the date that the ! changes,
a uﬂummo!mnla%msmnmaauemm or
Q as of the first day of the calcndar quarter nexe beginning sfter the moat recent change m the

(Applicable box ia checked. [f no box is checked, the rasc will change daily s of the date the applicable mdex changes.) The terest cate shall aot exceed the
maximunn rate authorized by applicable law,

Borrawer shall be in default upon (a) falluce of any Borrower 1 pay any amoumt due to the Baok as agreed, (b) failute of sny Borrower to comply with any ather
obligation 10 the Bank now caixing or hereafier arising, includiag, without limimdoa, suy failure 1o comply with the requirements obligations, warcanues or
sgreements sct forth in vny 10an agreement, loan cormnitment, promissory note, deed of trust, security agreement, assignment or any other agreement with the
Baok, (c) the death, or declararion of incompetency, of sny individual Borrywer or any guaraator or otber person or entiry ohligated 1o pay the indebtedness
2videnced hereby (or the dissolurion, merger or reorganization of any corporute Borrower or any corporate guaranior or other person or enticy obligated 1o pay
the indebtadness cvidenced hereby), (d) loss or despuction of any collateral securisg payment to the Bank, (e) the filing of any pecition in bankrupcy
feorganization, or insolvency by or againgt any Borrower or guaramior or other person or entity obligaed 0 pay the indehiedness evidenced hercby, (N
decerwination by the Bank that any infonmetion supplied to the Bank by the Borrower or any guaranior in connection with this credit i mammrially false oz
incompiete, () determination by the Bank that the praspest of payment of this obligarion is impaired, (h) any guarantor failing w satisfy or comply with the werms
of any guaranty agreemen; in favor of the Bank, or (i) if Bank deeming itsalf insecure. Upmdminﬁpnﬂ&ebnkof&cuhmedmysu&

Pogelof 2Peps ° Inirials
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s ucs i, (0 SAOK IRY, Without Bodice, declare all amounts due hereunder, and uoder any odier obligation 10 the Sank, mdhﬁydu:ndplylbls. Any failure
‘"of the Bank 10 declare 2 defaulr, or to otherwise exercise anry right oc remedy available to it, shall not constiture a waiver by the Bank of any such right or remedy

- All amouats due © the Bank after the Bank declares Borrower in defaule shall bear imerest ac 16% per anoum unzil paid, buz got in excees of the maximum rane

aflowed by law. In addition to all other rights and remedies provided to the Bank herein or by Jaw or equity, in the event of a defauls hereunder. the Bank, © the
fullest extent serntitted by spplicable law, witbout advance notice to any Barrower or other person, may set off and apply 10 the indebtedness evidenced hereby, any
snd al] deposits acany time beld and any other indeboedness at any time owing by the Bank to or for the tredit of 2qy Borrower or any party obligated 10 pay this
Promissory Notc or any portion thereof.

Upon defavlt, and regardless of whedher sult is commeanced, Bommrayuwmmehukwchmbuuwmyfmumyhlﬂnmww plus all other
expenses reasonsbly incurred by the Bank (including attomney fecs) in exercising its rights or remedies, enforcing irs rights against others, oc in storing, protacting,
or repoRsesting iny collateral.

Uuless this Promissory Notz is payable iu a single paymeat, and not by instalkments of jnterest or principal and interest, Borrower agraes to pay a late fee of 4.00%
of the am¢uns of any payment past dus for 15 days or more. All partics 10 this Pramissory Note, including cach Borrower and any sureties, endorsers, or guaraamrs
huebymvempmmﬂuofdmwmodurmﬁeuuqundbym Inmeevmmnmpnmutmnbepmmﬁormmml Tagree

Anpmmummhboudhmwmsmyrduudmwm.mmorsurrmduofeollml.ormymnionolwmlnm.

Any failure of the Bank 10 declare a default, or otherwise exercise any right or remedy available to t, shall not constiture a wxiver by the Bak of any such right
or remedy. All pardes o this Promissory Note and Security Agreement, including each Borrower, cach Grautor and any surecies, endoraers, or guaramtars horeby
waive proest, presenomont, notics of dishonor and all other notices roquired by law. All panies agree 10 remain bound hereunder notwithstanding any release of
other parties, the release or surrender of collateral, or any extension of time for payment. The validity, interprerarion and enforoement of this Promissory Notc snd
Sccuriry Agrcement shall be in accordance with North Caroling law.

This Promissory Note is delivered in and shall be construed under the inemal laws and judicial decisions of the Stwa of Notth Carolina, and, to the extem the same
may be applicable, the laws of the United States. In any litigation in consection with or to enfozce this Promiseary Nove agaims: any persou. including, b not Limied
0, any maker, surety, guarantor, or endorser, each such obligor irrevocably consents to und cogfers personal Jurisdiction on the conrts of the State of Nocth Caralina
or the United States courcs located in the Sire of North Carolina, and expressly waives any objections as to venue in any such coures, and agreey that sexvice of
process may be made on such obligor by nmiling & copy of the summons and complaia to them by registered or certified mail, return receipt requasted. Nodiiag
conmined herein shall, however, pmcnmsnkormomrholduormmmmmnombmmuyunonormmhinnﬂyﬂuhummlnlwuhu
suate o7 jurisdiction or from oltaining personal jurisdiction by any other means availgble by applicable law.

IN TESTIMONY WHEREOF, ¢ach individual Borrower has executed this Agreement under seal, and each Borrower which is not an individual has caused this
Anummmheummdnndcrnﬂbymdulymxhorhcdofﬁw.pnmormmwmnnhpﬂnnormnyﬁguwwhwhumumpommndummhe
seal of such person or enity the word “(SEAL)" appearing beside the name of such person or emivy.

(SEAL)
Witness -
(SEAL)
Witness
(SEAL)
Wimess
(SEAL)
Witness
Name of Corporation
By:
Attest President
Secretary (Corporate Seal)
(SBAL)
Name of Paregership or Limnied Liability Company
By: (SEAL)
Witness
By: (SEAL)
Wimess
By: (SEAL)
Witness '
By: (SBAL)
Witness
By: (SEAL)
Witness

FINANCIAL COMPUTING, INC. PN-2 (3/97) Page 2 of Z Pages



COLLATERAL CHANGE DOCUMENT
ADDITIONAL, SUBSTITUTED AND/OR RELEASE OF COLLATERAL
PEOPLES BANK

Date: June 30, 2004
Debtor's Name: L David Huffivan Note #
Debtor'’s Address: ’

Newtoo, NC 2868

The undersigned acknowledges receipt from you of the personal property describ®u# @ o

and/or substituted collateral for the personal property originally delivered. It is naderstood/th

terms and provisions of the Original Note and Security Agreement executed by the undersigned&n
March 30, 2004 covering the personal property originally delivered shall apply to the

personal property now delivered and shall continue in full force and effect,

COLLATERAL RECEIVED AS ADDITIONAL AND/OR SUBSTIXUTED

Signature of Owner(s) and Debtor(s): Company
(seal)
(seal) By:
(seal) By:
COLLATERAL RELEASED

The Bank hereby releases and the undersigned acknowledge receipt of the following collateral:
Collateral released is as follows: Certificate of Deposit{jjlli- the vame of L. David Huffman
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Borrower: LAWREN AVID J
>
_ Accaunt Number: [ Note Number: Q0001

 address| NN HICKORY _ + North Carolina
_NEWTON, NC 28658-0000 Dste: _July 19,2004

PROMISSORY NOTE

THE UNDERSIGNED REPRESENTS THMAT THE LOAN EVIDENCED HEREBY 1S BEING OBTAINED FOR BUSINESES/COMMERCIAL OR
AGRICULTURAL PURPOSES. For value recelved. the undersignod. jointly and savarally, (t mora than one, pramiges 10 pay toc BRANCH BANKING
AND TAUST COMPANY, a North Csrclina banking carparation {the "Bank”), or order, at any of Bank's officas in the sbova refersncad city tor such

other piace or placea ss may bs haraafier designared by Bank), the sum of
Ooliars ($ 150.000.00 ), in immadiately available cain or currency

of the United States of America. ,
D Borrowar shell pay 8 prapayment panaity as set forth In the Prepayment Penalty Addendum attached herato.

Interest shall acarue fram the date hereof on the unpaid principal bslance outstanding from times to time at the:

[ Fixed rate of % par snnum. - .
([ Varisbie rate of the Benk's Prima Rate plus _ 1,000 % per annum to be adjustad Daily as the Bank’s
Prime Rste chanpues. It checked hers [ ], the intarast rste will not axceed ain| fixed Q averaga Imum rate of % or

% or tha Bank’s Prime Rate: sn 8 intergst rete will not decrease balow a fixed

a [ Jtoating maximum rate of tha grester of
minimum rate of %. If an average maximum sete is spacified, 3 datermination of sny required relmbursement of interest by Bank

will ba made: [__]whan Note I8 repaid in full by Borrower T__] annusily beginning on
which asutomasticslly converts on

] Pixed race of % per annum through
to a varlable rate squal to tha Bank’s Prime Aate plus % peor annum which shell be adjustad

sa such Prime Rate changes.

—

—
Principsl and ir are payable ay falk
Principal (plus sny sccrued intereat ngt otherwise schaduled herein}) . .
. X | Principal plua acerued interest s dua in full st maturity on_Q8/18/2004
i Peyabia in ive instaliments of E Principal .
Principal and Interest commanging on

snd condnued on the same day of ssch celendar pariad theresfter, in equal payments of 8 . with one final payment aof
all remaining principsl and accruad imsrest due an
[: Choicaline Paymeant Option: 2% of ocutstanding balance is payable monthly commeneing on
and cominuing on the sams day of sach manth tharsafter, with one final psyment of all remaining principal and sccrued interest due

on

r [ Accrued interast is psyable commencing on and continuing on the same day of
ench calendar period therseftar, with ane fina) psymaent of sll remaining Interest due on .
("] Bank reserves the right in s sole discretion to adjust the fixed payment due hereunder on
and -continuing on the seme day of esch calendar period thereafter. In order to meintsin sn

months from the date of this Note. Borrowar undarstsnds thes paymant may inorease If interest

smortizetion pariod of no more than
rates increase.
Prior to an evant of default, Borrower may borrow, repay, and reborrow harsundasr pursuant 1o the tarms of the Loan Agreement, hareinatter

-
o
Barrower hareby suthorizes Bank 1o automatically dablt from its démand deponit g7 savings accountis) with Bank, any poymant(s) dus under

E"" this Nate on the daw(s) due.

The undsrsigned shall pay to Bank s iate fee In the amount of four parcent (4%) of any installment past due for fifteen (15) or more
deys. When any insualiment payment is past due for fiftean (16) or more days. subsequent payments shall first be applied to the past dus
baisnce. In addition, the undersigned shall pay to Bank a returned paymant fee If the undersigned or any other obligor heraon makes any
paymant st any time by check or othar instrument, or by any eleotrenic means, which Is returned 1o Bank because of nonpayment dus to

nonsufficient funds.

All interest shall be computed and cherged for the actual number of days elapsed on the besis of a year consisting of three hundred
sixty (380) days. In the event periodic accruals of interest shall exceed any pariodic fixed psyment amount described above, the fixed
paymant amount shall be immadiately incressed, or sdditional suppiamantal interest payments raquirad on the same periodic basis as
specified sbove (increasad fixad payments or supplamantal payments to be determined in the Bank’s scle disaration), in such amounts and
st such times s shall be nacasssry to pay all accruais of interast for the period and all accrualas of unpaid interast from pravious periods.
Such adjustmaents to the fixed payment amounct ar supplamentsl paymants ahall remain in effect for so long as the interest sccruais shall
excesd tha original fixed payment amount and shall be further adjusted upward or downward 1o reflact ¢henges in the variable interest
rara; provided that uniess slectad otherwise above. the fixed payment smount shall not be reduced below the original fixad peyment
smount. Howevar, Bank shall have the right, in its sole discration, to lower the fixed paymant emount below the originsl psyment amount.

This note ["NOTE"] is gilven by the undersigned in connection with tha foliowing agresments {if any) between tha undersigned and

tha Bank:
Daad(s) of Truat / Mortgsgela) granted in favor of Bank 83 beneficiary / mortgages:

o

r_—_] dated in the maximum prineipsl smount of ¢

granted by —_— — ———
EJ dated In the meximum principsl amount af ¢

granted by -

Baaa 4 at 4
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Security Agresment(s) granting » ucuﬂt@uu to Bank:
| f dated glven by
4 - = ssmem wesras =

D daved givan by

d by

D Ssouritias Account Pledge and Security Agr nt dated .

]
] centrat Agresmentls) duted overing [ ] Depoait Accountis) [CJwnvesimont propany
. : [CJuetter of Credie mighta [ ] Elactronic Chatal Papar

E Agsignment of Certiticate of Deposit, Security Agrsemaent, and Power of Attarney (for Certificatad Certificates of Daposh) detadl______.
. sxecuted by : N

- i

O Piedge and Sacurity Agreament 10r Publicly Traded Cerrificeted Sacurities dated —

by
T Assignment of Life insurance Policy as Collataral dated

+ axscuted by

D Loen Agreement dated . executrsd by Barrower and D Gusrantor(s).

All of the terma, conditiona and cevenants of tha above describad agresments {the "Agreemonts”] aro expraasly made a parc of this Note
by reference in the same menner and with the same effect ss if set forth heroin at langth and sny holder of this Note is entitled to the benefits of
and remedies pravided in the Agrsemaents and any other agreamants by snd berwesn the undersignad and the Bank.

No delay or omission on the part of the holder in sxergising sny right hereunder shail oparate as 8 waliver of suah right or of any other
right of such holder, nor shall any delsy, omission or walvar on any ana ocosgion be deemued a bar 10 Or walver of the sama or of any other right
on any futura oocesion. Every one of the undersigned snd every endarser or guarantor of this nots regardisss of the time, order or place ot
signing waives prasentment, demand, protest and notlaas of evary kind and sssents to any one or more extensions or postponomams of the time
of pasyment or any other indulgances, to sny substitutions, exchanges or rel of It al if st any time there be avsileble 10 the hoider
collateral for this note, and to the additions or releases of any other parties or persons primarily or secondarily liable.

28044191370

The faillure to pay sny part of the principal or interest when due on this Note or 10 fully parform any covenant, obligetion or warranty on this
or on any othar liability to the Benk by sny one or more of the undersignod, by any affiliere of tha uadersigned {os defined in 11USC Soction
{101] (2)), or by any guarsntor or auraty aof this Note (svid sffiliste, gusrantor, or surety sre herein celied Qbligor); or if eny finencial ststement or
other representation mede to tha Bank by any of the undarsignad or sny Obligor shall he found 10 be materially incorract or incomplata; or in the
avam of a default under any of the Agreements or any othar obligation of any of the undersigned or any Obligor: of in the avant the Bank
demancs thet the undersigned socure Or provide addhional ssourity for ita obligations under this Note snd securnity dasmed sdequals and
sufficient by the Renk Iy not given when damanded; or in the evant ona or more of the undersigned or sny Obligor shsil die. terminata s
axiztence, sliow the appointment of & receiver for any parx of s property, make sn sasignment for the benefit of creditors. ar whara a
procesding under bankruptCy or insolvency laws s initisted by or sgsinst sny of the undersigned or any Obligor; or in the event the Bank should
otherwise deem Reell, its security interest, 07 any collsteral unsafe or insecurs: or should the Bank In good faith belisve thet the prospect of
paymant or other parfarmance is impeired; or if there is en sttachment, execution, or other judicisl selzure of ull or any portion of tha Borrower's
or any Obligor's asssts, including an action or proceeding to celze any funda on deposit with the Bank, and such seizurs is not discherged within
20 deys: or if Nnsl judgment for the payment of money shell be rendered sgeinst the Borrower or sny Obliger which is not d by insuranco
and shall remain undischarged for a pariod of 30 days uniess such judgmant or axaaution thereon is effactivoly stayed; or the tarminstion nf any
gusrsnty sgreement given in connection with this Note, then any one ot the seme shall be a material default harsunder and this Note and other
dabts dus the Bank by any ana or more of undersigned shall immedistely bacome dua and payable at the option of the Bank without notce or
demend of anv kind. which sre hereby waived. From and after any event af defsult hersunder. interest shall accruc on the sum of the principat
balance and sccrued intersst then outstending at the varlable rate aqual to the Bank’s Prima Rate plus 5% per annum (“Dafault Aste”) unnl such
principal and interest have been paid In full, provided that such rate sheil not exceed at sny time the highest rate of Interest permitted by the
laws of the Stete of North Ceroline; snd further provided that such rete shall alsd apply sfrer judgemaont. In addition. upon dafault, the Bank may
pursus its TuUll legal remedieas at law or equity, and the balance dus hereunder may de Charged against any abligation of the Bank 10 any party
Inoluding any Obligor. Bank ahsll nat ba abligatsd to xccept any cheok. money order. or other psyment inatrument marked “pesyment in fidl™ an
any disputed amount due heraunder, and Bank exprassly reservas the right to raject all such payment instruinents. Borrowar agress that tondler
of its chech or other peyment instrument 30 marked will not satisfy or diachargs lts obligation under this Nute, disputed or otherwise, sven it
L Is inadvertently processed by Bank uniess in fact such psyment (s In fact sutficient to pay the smount due

'y
such oh or pay

hereunder.
Unleas othetwise required under a Loan Agreement. it sppliceble, snd as long as ony Indcbiedness evidencad by this Notc remaing
outstanding or as long as Bank remsina obligated to make sdvences. the undorsignad shell furnish annually an updelod financial statement in o

form setisfectaory 10 Benk, which, whan delivarad shall be tha property of the Bank,

Page 20f 4
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The term “Prima Rate.” if ysed herein, means the rate of imerest per annum announaad by the Benk from tims 10 time and adoptad as Its
Prime Rata. The Prime Rate is one of seversl rete indexes employed by the Bank when axtending cradit. and not r arlly the k rate. Any
change in ths Interest rate reaulting from a change in the Bank’s Prime Rata shalt become effacriva as of ths op L
date of the change. If this Nota Is piaced with an sttornay for collection, the undersignad agrees o pay, in addition ta prineipal, intereat snd late
! foas, if any, all cosia of cellection, including but not imked t0 raasonabla stiorneys’ 1ess. All obligations of the undereigned and of any Obliger
) ahall bind his heirs, axecutors, administrators, succossors, and/or assigns. Use of the masculina pronoun herein shall includa the feminine and the
neutar, and also the plural. If more than ons party ahall exacuta this Note, the term "undarsigned” ss usad herein ahall mesn all the partias signing
this Note snd each of them, and sl such pertiss shall be jointly snd seversily otligated hereunder. Wnaeravar posaible, sach provision of this Note
shall be interpreted in such 3 Mmanner to be etfective and valid under spplicable taw, but If any provisian af this Note shall be prohlbited by or
! Invalid under such law, such provision shall be inuffective but only to the extent of such prohibition or invelidity, witheut invalideting tha
remainder of such provision or the remsining provisions of this Note. All of the undersigned hersby waive all sxemptions and homaswad tawa.
The proceeds of the loan evidenced by this Note mey bs peid 19.any one or more of the undaraignad.

From dUme to time the maxuriy date of this Note may be extended, or this Note may be renawed in whola ar in part, or a new not of different
form ray be substituted for this Note, or the rate af intersst may be moaified, or changes msy be made in cansideratiaon of loan axtenaions, and

the holder hareof, from time to time may waive or surrender, eithar in whals or in part any rights, guasanties, secured intarest, or fiens, given for
ing the pay of this Note; but no such ocourrence shall in any manner

i

£ = =

ing of busi on tha

the benefit of the holder in connection with the paymem ang the
affect, limit, modity, or otherwise impsir any rights, guaranties or security of the haider not specifically weaived, relesssd, or surrendsred in

weiting, nor shall the undersigned, or any obligor, either primarily er contingently, be raleased by reason of the acourrencs of eny such gveamt, The
holder hereof, from time to time, shall have the uniimitad right to relessa any person who might be llabie herson, snd such relesss shall net affect
or discharge the labllity of any othar person who is or might be lable hareon. No walvers and modificstiona ahall ba valid uniess in writing and
signed by the Bank. The Bank may, at ita optian, charge any fees for the madification, renawal, axzanaion. or amendment of any of the terms of
the Note permitted by N.C.G.S.5 24-1.1. In cass of a conflict betwesn the terma of thia Notre and the Loan Agreamanmt ar Commitmant Letter
issued in connection herewith, tha priority of contraliing terms shall be first this Nota, then tha Losn Agreemeant. and then the Commitmaent Lettar.
This Note shall be governed by and construad in accordance with the lsws of North Carotina.

28044181371

CREDIT LIFE AND DISABILITY INSURANCE

Subject 0 cartain underwriting criteris end limiations, INDIVIOUAL BORRDWERS AND ADDITIONAL CO-MAKERS HAVE THE RIGHT YO
REQUEST CREDIT LIFE AND DISABILITY INSURANCE PROTECTION FOR THIS LOAN. One or two Borrowsra/Co-makars may be covered by
BBA&T Credit Life Insurance and one Borrower/Co-maker may be covered by BBAT Credit Diaability Ingurance. However, the purchase of credit
tife and credit diaabliity ingursnce trom the Bank Is not a2 condition of obtaining this loan.

1, tha undarsigned, desire the credit insurance with the cost and tarma described balow snd promise te pay the premium of such
insurance coversge. | undaratend that | may cancel this cradit insurance ax any time. | rapreaent that, to the best of my knowledge, |

am in good haaith and sm Insursble.

{ | Product | : Complote the following:
Interest Rate  Credit Life Promium

CREDIT LIFE INSURANCE Eftactive Datwe Teorm in Mos. Amount Finsnced

Singlo Lavel

Joint Deecrsasing 3 s
CREDIT DISABILITY INSURANCE Monthly Benefit Amount Credit Disabliity Pramium
Eftective Oste and Tarma In Mos.
Same »8 Cradit Life insurance Above s 5

Credit Disability Insurance is subject to a 14-day sliminstion periad and a 80-month maximum benofit period. Only tha Borrower or
Co-Msker who signs the first line under “Signatwuraels) ot Insured” is covered by Credit Dissbiilty Insurance.
Signatura(s) of Insured Total CradR Life and Oisabliity

Date of Birth .
Inaurance Pramium

Signaturs af Primary Insured

Signature of Secondary Insured

(SIGNATURES ON FOLLOWING PAGE)

Pana A nfa
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PROMISSORY NOTE SIGNATURE PAGE

Borrower: N
Account Number: — Note Numlban 00001
Note Amount: 8_]150.000.00 Date: _07/19/2004

Neotice of Blaht 10 Copy of Appraissl: It 8 1-4 family residential dwelling is pledoed as colisteral for this Note, you, the undersigned. have s right to
u copy of the real astate appreisal report used in connaction with your applicetion far cradit. 1t you wish 1o recaive 8 copy, piease notity In writing
the brench officé where you spolied for credik. You must forward your requesat o the Bank no latar then S0 deys after the dsie of this Nots. In
your request lstter, piedse provids vour name, mailing sddraas, sppraised property addrags, tho dete of this Note. and the Account and Note
Numbars shown on the front of this Note.

~ - . -

IN WITNESS WHEREQF, the undersigned, on the day and year first written above, has caused this note 10 be executed under ses!.

if Borrower Is @ Corporation:

WITNESS: NAME OF CORFORATION )
By: {SEAL)
Tule:
By: . —(SEAL}
Titla:

If Borrower is a Partnership. Limited Liabliity Company, Limited Liability Partnership or
Limitad Liability Limited Partnership:

.
WITNESS: N ¥ PARYI L LLE, LLP DA LL”

ay: .. ISEAL)
GENERAL PARYNER OR MANAGER

By: .. (SEAL)
GENERAL PARTNVER OA MANAGER

By: ommwa (SEAL)
GENERAL FARTNEA Ol MANACER

WITNESST g ; If Borrower Is an Iﬁ()lvldu.l % f-‘-h / '

s Additional Co-makers
WITNESS: (SEAL)

[SEAL]

.. ISEAL]

{SEAL)

Page £ of &
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FOLEY & LARDNER LLP
ATTORNEYS AT LAW

WASHINGTON HARBOUR

5000 K STREET. N.W., SUITE 500
WASHINGTON, D.C. 20007.5143
202.672.5300 TEL
202.672.5399 FAX

www foley.com

sFOLEY

July 20, 2004

WRITER'S DIRECT LINE
202.295.4081

VIA FA 02) 21 08 cmitchali@foiay.com EMAIL

CLIENT/MATTER NUMBER
999100-0101

Mr. Lawrence Norton
General Counsel

Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

Re:  Huffman for Congress; Lawrence David Huffman
Dear Mr. Norton:

This letter is to follow up on our telephone conversation carlicr today rcgarding the above-
referenced committee. Huffman for Congress is the principal authorized campaign committee for
Lawrence David Huﬂ'man candidate for the Republican nomination for the U.S. House of
Representatives for the 10® District of North Carolina. (“Committee”).

1 was contacted and then retained day before yesterday by leaders of the Committee and Mr.
Huffman seeking help with some problems with the Committee’s FEC report. During the course of
those discussions, I inquired regarding the loans from Mr. Huffman to his campaign and, based upon
the facts presented to me at that time, I advised the Comruittee and Mr. Huffman that it appeared that
one of the loans reported to the Commission had not been handled in accordance with Commission
regulations and applicable provisions of FECA.

There was no intent to circwnvent or violate the law in the matter of the mishandjed loan.
Rather, this is the first federal campaign for the individuals involved and they were sunply unaware
of the restrictions in federal law regarding loans for the benefit of federal campaigns. Upon my
advice, the Committec and Mr. Huffman immediately took steps yesterday morning and repaid the
loan at issue.
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[ ] FOLEY & LARDNER LLP
B ATTORNEYS AT LAW
WASHINGTON HARBOUR

3000 K STREET, N.W., SUITE 500
WASHINGTON, D.C. 20007-5143
202.672.5300 TEL
202.672.5399 FAX

July 20, 2004 www.foley.com

WRITER’S DIRECT LINE
202.295.4081

V1A FACSIMILE (202) 219-0108 cmitcheli@foley.com EMAIL

CLIENT/MATTER NUMBER
999100-0101

Mr. Lawrence Norton
General Counsel

Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

Re:  Huffman for Congress; Lawrence David Huffman
Dear Mr. Norton:

This letter is to follow up on our telephone conversation earlier today regarding the above-
referenced committee. Huffman for Congress is the principal authorized campaign committee for
Lawrence David Huffman, candidate for the Republican nomination for the U.S. House of
Representatives for the 10™ District of North Carolina. (“Committee™).

I was contacted and then retained day before yesterday by leaders of the Committee and Mr.
Huffman seeking help with some problems with the Committee’s FEC report. During the course of
those discussions, I inquired regarding the loans from Mr. Huffman to his campaign and, based upon
the facts presented to me at that time, I advised the Committee and Mr. Huffman that it appeared that
one of the loans reported to the Commission had not been handled in accordance with Commission
regulations and applicable provisions of FECA.

There was no intent to circumvent or violate the law in the matter of the mishandled loan.
Rather, this is the first federal campaign for the individuals involved and they were simply unaware
of the restrictions in federal law regarding loans for the benefit of federal campaigns. Upon my
advice, the Committee and Mr. Huffiman immediately took steps yesterday moming and repaid the
loan at issue.

We are taking steps now to amend the FEC reports to properly disclose the source(s) of the
loan which was repaid yesterday and no longer exists, but which did exist for a period of a few
weeks.

In addition, the Committee leadership and Mr. Huffman requested my assistance in
immediately advising the Commission of their error and asking for the opportunity to seek the
Commission’s guidance regarding this matter, which was the reason for my call earlier this
afternoon.

BRUSSELS LOS ANGELES ORLANDO SAN FRANCISCO TOKYO
CMICAGO MADISON SACRAMENTO SILICON VALLEY WASHINGTON, D.C. 002.1235487.1
DETROIT MILWAUKEE SAN DIEGO TALLAHASSEE WEST PALM BEACH - :

JACKSONVILLE NEW YORK SAN DIEGO/DEL MAR TAMPA
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Mr. Lawrence Norton
July 20, 2004
Page 2

The purpose of my letter is to request a meeting with you and/or your staff at the earliest
possible date and to present to your office the details of what has transpired and what has been done
so far to correct previous errors. 1 would stress again that there was no intent to circumvent the law
and, upon leamning of the FECA requirements governing loans for the benefit of federal campaigrs,
the individuals associated with the Committee and Mr. Huffman have been dedicated to doing
everything in their power to correct the problems.

I am available this week to meet preliminarily with your office should that be convenient for
you. Then I am out of state Monday through Wednesday of next week (July 26-28) but could meet
later in the week or the following week (July 29, 30 or August 2 - 6).

Should you wish to have Mr. Huffman and /or representatives of the Committee present, that
can be arranged as well. Since they will be traveling from North Carolina, we would need some
advance notice regarding the meeting date and time. They will certainly make themselves avaijlable
to accommodate your schedule.

The intent here is to fully disclose all transactions and events to the Commission in order that
a proper remedy can be determined and to insure that all appropriate steps are being taken to identify
and then rectify the errors.

Please contact me at (202) 295-4081 to schedule the meeting or to advise me of any other
steps we should take in the interim.

Thank you for your prompt response. Your assistance is greatly appreciated
Sincerely,

Uity e funy

Cleta Mitchell, Esq.
Counsel to Huffman for Congress and
Lawrence David Huffman

cc: Mr. Lawrence David Huffman

002.1235487.1
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BM[‘ Branch Banking & Trust Co.

238044181277

106 2nd Sirest NW (28601)
P.0. Box 459

Hickory, NC 28603

(828) 304-5000

July 29, 2004

Gene Sigmon

Sigmon, Sigmon & Isenhower
Atomney At Law

26 West A St.

Newton, NC 28658

Dear Mr. Sigmon:

BB&T (“Bank™) has agreed to lend $150,000.00 to Lawrence David Huffman and Diane B. Huffmen
(Borrower(s)”) for a business loan line of credit. The loan will be secured by a 15t Deed of Trust on their
personal residence located at Newton, NC. The borrower hag requested that your

office handle the closing of this loan. a closing date is set, please allow a couple of days for
documents 1o be sent to you.

The following documents are to be prepared for execution at the loan closing. Those preceded by an
asterisk will be provided by the Bank.

. Original Note exccuted by Borrower for the amount of $150,000.00.

Deed of Trust for the amount of $150,000.00 on BB&T Bank’s form to be recelved
within 20 days

Title insurance in the amount of $150,000.00 to be received within 20 days of closing
No loan fee

Flood certification fee of $9.00

Proof of Hazard insurance indicating BB&T ax first lien holder and mail 10 BB&T
Tnsurance Center, PO Box 25610-C, Charlotte, NC 28229. {(send copy of binder to
Brenda Hodge)

Cashiers check in the amount of $

Return loan documents to the Bank immedintely after closing. Please do not hold
closing package until recorded documents and title lnsurance are received.

N-

i ol ol o

Lol

PLEASE MAKE CERTAIN ALL DOCUMENTS ARE PROPERLY WITNESSED

Please arrange wilh the Borrower for your fees and all other closing expenscs including but not limited to:
any fees for title examinalions, surveys, docuinent recordation, and payment of any insurance premiuma.
Please call our office for further instructions if there is any variance. If you have any questions, please do
not hesitate to call Brenda Hodge at (828)304-5107 or me at (828)304-5104.

Sincerely,

Mok il B-Frebessy by 54

Michacl B. Dockery
Vice President
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WASHINGTON HARBOUR

3000 K STREET, N.W., SUITE 500
WASHINGTON, D.C. 20007-5143
202.672.5300 TEL

202.672.5399 FAX
August 2, 2004 . www.foley.com

WRITER'S DIRECT LINE
202.295.4081

VIA FACSIMILE (202) 219-3923 AND ELECTRONIC MAIL cmitcheli@foley.com EMAIL

CLIENT/MATTER NUMBER
045955-0101

Mr. Lawrence L. Calvert, Jr.

Deputy Associate General Counsel for Enforcement
Federal Election Commission

999 E Street, NW

Washington, D.C. 20463

Re:  Huffman for Congress, C00398776
Dear Mr. Calvert:

This is to follow up on the meeting Friday afternoon, July 30, 2004 at your office. Thank
you for taking time to meet with my clients David Huffman, Dean Proctor and the Huffman for
Congress committee (“the Committee™), represented by its Chairman, Jamie Parsons and me.

We appreciate your prompt response in meeting with us so that we could explain the
circumstances and facts surrounding the improper loan to the Committee on June 17, 2004. As my
clients said on Friday, the failure to abide by the provisions of the Federal Election Campaign Act of
1971, as amended (“FECA” or “the Act”) and the Commission’s regulations governing loans to
candidates and campaign committees was not intentional, but rather was a result of lack of
knowledge of the legal requirements for obtaining such loans.

We are in the process now of gathering all documents related to the transaction(s) at issue as
well as developing a chronology of the facts, sworn statements and whatever other information will
be of assistance to you in reviewing this matter and ascertaining the appropriate penalties and
remedies.

In addition, 1 spoke at length this moming with the Reports Analysis Division of the
Commission and the Committee and I are working with that office to be certain that we amend all
previously filed reports properly and that the pre-runoff report due to be filed this Thursday, August
5, 2004 is completely accurate.

As of this writing, we have not yet received formal notice of any FEC Complaint filed
against the Committee, the candidate or any other person associated with the Committee or the
campaign. My clients’ actions have been and continue to be completely voluntary and are taken in
the spirit of correcting any and all errors and fully disclosing all transactions in accordance with
applicable law.

BRUSSELS LOS ANGELES ORLANDO SAN FRANCISCO TOKYO
CHICAGO MADISON SACRAMENTO SILICON VALLEY WASHINGTON, D.C. 002.1241747.4
DETROIT MILWAUKEE SAN DIEGO TALLAHASSEE WEST PALM BEACH o .

JACKSONVILLE NEW YORK SAN DIEGO/DEL MAR TAMPA
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Mr. Lawrence L. Calvert, Jr.
August 2, 2004
Page 2

It is my hope that we can submit to your office this week the documentation necessary for
you to proceed in reviewing and processing this matter to the next stage.

I will be leaving on vacation on Saturday, August 7, 2004 and returning to the office on

. Monday, August 16, 2004. Hopefully, you will have received the package of materials from the

Committee before my departure in order to allow your office to review the information during my

absence. If there is a problem in finalizing the materials before I leave, 1 will be certain to advise
you of the delay and the reasons for it.

Thank you again for your cooperation and assistance. If you need further information, please
do not hesitate to contact me at (202) 295-4081.

Sincerely,
fo] Cleta Mitchell

Cleta Mitchell, Esq.
Counsel to Huffman for Congress, et al.

cc:  Mr. David Huffman
Mr. Dean Proctor
Mr. Jamie Parsons

002.1241747.1



